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For the Senate Taxation Committee

Prepared by Lee Heiman
April 5, 2OLL (1-2:49pm)

1. Title, page 3-, line 10.
FoIlowing : rr€O+j+?fi+et$5)-rl

INSCTT: IIREVISING THE VALUATION AND TAXATION OF CERTAIN
AGRICULTURAL LAND AI{D RELATED LAWS; PROVIDING THAT THE OWNER
OF AGRICULTURAL IJAND MAY REQUEST AN INFORMAIJ REVIEW OF THE
VALUATION ONCE AT ANY TIME DURING A REAPPRAISAI, CYCLE;
PROVIDING THAT A TAXPAYER MAY PROVIDE PROOF OF PRODUCTIVE
CAPACITY VALUE USING CERTAIN FEDERAI, IVIATERIALS; PROVIDING
THAT A CHANGE IN PRODUCTIVITY OF AGRICULTURAL LA}ID DOES NOT
CONSTITUTE A CHANGE IN CLASSIFICATION AND MUST BE PHASED IN
UPON CYCLICATT REVALUATION; "

2. Title, page 1, line l-6.
Strike: "SECTIONl'
Insert: I'SECTIONS 1-5-7 -1-02 ,,1
FoJ.J.owing: 'tL5-7 -2O1, n

Insert: "AND 1-5-7 -202, x

3 . Page 8, line 10.
Insert: 'rsection 2. Section t5-7-L02, MCA, is amended to read:

'r15-7-L02. Notice of classification and appraisaL to owners
appeal.s. (1) (a) Except as provided in 1_s-7-138, the

department sha1l mail to each owner or purchaser under contract
for deed a notice of the classification of the land owned or
being purchased and the appraisal of the improvements on the land
only if one or more of the foll-owing changes pertaining to the
land or improvements have been made sj-nce the last. notice:

(i) change in ownership;
(ii) change in classification;
(iii-) excepL as provided in subsection (1) (b), change in

valuation; or
(iv) addition or subtraction of personal property affixed to

the land.
(b) After the first year, the department is not required to

mail the notice provided for in subsection (1) (a) (iii) if the
change in valuation is t.he result of an annual incremental change
in valuation caused by t.he phasing in of a reappraisal under
L5-7-11-1 or the application of the exemptions under 15-6-222 or
caused by an incremental change in the tax rate.

(c) The notice must include the following for the
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taxpayer's informational purposes:
(i) a notice of the availability of aI1 the property tax

assistance programs available to property taxpayers, includ.ing
the property tax assistance program under 15-6 -L34, the extended
property tax assistance program under 15-6-i-93, the disabled or
deceased veterans' residence exemption under 15-6 -2tL, and the
residential property tax credit for the elder1y under 15-3 0-2337
through 1-5-30-234L;

(ii) the total amount of mill-s levied against. the property
in the prior year; and

(iii) a statement that the notice is not a tax bilI.
(d) Any misinformation provided in the information required

by subsection (1) (c) does not affect the validity of the notice
and may not be used as a basis for a charlenge of the regality of
the noti-ce.

(2) (a) Except as provided in subsection (2) (c), the
department shall assign each assessment to the correct owner or
purchaser under contracL for deed and mail- the notice of
crassification and appraisal on a standardized form, adopted by
the department, containing sufficient information in a
comprehensible manner designed to fu1ly inform the taxpayer as to
the classification and appraisal of the property and of changes
over the prior tax year.

(b) The notice must advise the taxpayer that in order to be
eligible for a refund of taxes from an appeal of the
classification or appraisal, the taxpayer is required to pay the
taxes under protest as provided in 15-1-402.

(c) The departmenL is not required to mail the notice of
classification and appraisal to a new owrler or purchaser under
cont,ract for deed unless the department has received the transfer
certificate from the clerk and recorder as provided in L5-7-304
and has processed the certificate before the notices required by
subsection (2) (a) are mailed. The department shal1 notify the
county tax appeal board of the date of the mailing.

(3) (a) If the owner of any land and improvements is
dissatisfied with the appraisal as it reflects the market value
of the property as determined by the department or with the
classification of the tand or improvements, the owner may request
an assessment review by submit.ting an objection in writing to the
department, on forms provided by the department. for that
purpose;. For propertv othe
1n 15-5-133, class four propertv described in 15-6-134, and class
ten property descrj-bed in 1-5-6-143, the object.ion must be
submitted within 30 days after receiving the notice of
classification and appraisal from the department. For class three
property described in 15-6-133. cl-ass four property described in
15-6-134. and class ten propertv described in 1-5-5-143. the
obiection may be made at any time, but only once during each
valuation cycle.

(b) fhe review must be conducted informally and is not
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subject to the contested case procedures of the Montana
Administrative Procedure Act. As a part of the review, the
depart.ment may consj-der the actual selling price of the property,
independent appraisals of the property, and other relevant
information presented by the taxpayer in support of the
taxpayer's opinion as to the market value or productivity value
of the property. For class three property described j-n 1-5-5-133
that is valued usinq productivitv, the t.axpayer mav submit as
proof of land productivitv the values that, are provided by the
U.S. department of aqriculture natural resources conservation
service. For the purposes of valuinq the property, those
productivity values are considered correct unless the department
can prove otherwise.

(c) rhe department shall give reasonable notice to the
taxpayer of the time and place of the rewiew. After the review,
the department shall determine the correcL appraisal and
cl-assification of the land or improvements and notify the
taxpayer of its determination. In the notification, Lhe
department shall state its reasons for revising the
classification or appraisal. When the proper appraisal and
classification have been determined, the land must be cl-assified
and the improvements appraised in the manner ordered by the
department.

(4) whether a review as provided in subsection (3) is held
or not, t,he department may not adjust an appraisal or
classification upon the taxpayer's objection unless:

(a) the taxpayer has submit.t.ed an objection in writing; and
(b) the department has stated its reason in writing for

making the adjustment.
(5) A taxpayer's written objection to a classification or

appraisal and the departmentts notj-fication to the taxpayer of
its determination and the reason for that det.ermination are
public records. The department shall make the records available
for inspection during regular office hours.

(6) If any property owrler feel-s aggrieved by the
classification or appraisal made by the department after the
review provj-ded for in subsecti-on (3), the property owner has the
right to first appeal to t.he count.y t.ax appeal board and then to
the state tax appeal board, whose findings are final subject to
t,he right of review in the courts. The appeal to the county tax
appeal board must be filed within 30 days after notice of the
departmentrs determination is mailed to the taxpayer. A counLy
t.ax appeal board or the state tax appeal board may consider the
actual selling price of the property, independent appraisals of
the property, and other rel-evant information presented by the
taxpayer as evidence of the market value of the property, If the
county tax appeal board or the state tax appeal board determines
that an adjustment should be made, the department shall adjust
the base value of the property in accordance with the board's
order. rt
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{fnternal References to 75-7-i.02 :
75-7-703 * x 75-7-738 x L5-Z-738x 75-7-208 x
15-7s-702x L5-7s-1_03x I n

Renumber: subsequent sections

4, Page 8, line 30.
Following: "categories. "Insert: rrA change in the production category or agricultural land

use of a parcel to determine net income is not a change in
the classification of the land, and if any change in
productive capacity value result.s, the change must be phased
in during any periodic revaluation conducted pursuant to 1-5-
7 -]-1,L. n

5. Page 10, line 20.
Insert: I'Section 4. Section L5-7-202, MCA, is amended to read:

rr15-7 -202. Eligibility of land for valuation as
agricultural. (r) (a) contiguous parcels of land totaling 160
acres or more under one ownership are eligible for valuation,
assessmenL, and taxation as agricult,ural land each year that none
of the parcels is devoted to a resident.ial, commercial, or
industrial- use.

(b) (i) Contiguous parcels of land of 20 acres or more but
less than 1-60 acres under one ownership that are actively dewoted
to agricuLtural use are eligible for valuation, assessment, and
taxati-on as agricultural land if :

(A) the land is used primarily for raising and marketing,
as defined in subsection (1) (c), products that meet the
definition of agricultural in l-5-1--101- and if , except as provided
in subsection (3) , the owner or Lhe owner's immediat.e family
members, agent, employee, or lessee markets not less than $1,500
in annual gross income from the raising of agricultural- products
produced by the land; or

(B) the parcel-s would have met the qualification set out in
subsection (1) (b) (i) (A) were it not for independent, intervening
causes of productj-on failure beyond the control- of the producer
or a marketing delay for economic advantage, in which case proof
of qualification in a prior year will suffice.

(ii) Nonconti-guous parcels of land that meet the income
requirement of subsection (1) (b) (i) are eligible for valuation,
assessment, and Laxation as agricultural land under subsection
(1) (b) (i) if :

(A) the land j-s an integral part of a bona fide
agricultural operation undertaken by the persons set forth in
subsection (1) (b) (i) as defined in this section; and

(B) Lhe land i-s not devoted to a residential, commercj-al,
or i-ndustrial use.

(iii) Parcels of land of 20 acres or more but less than 160
acres that do not meet the income requirement of subsection
(1) (b) (i) may also be valued, assessed, and taxed as agricultural
land if the owner:
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(A) applies to the department requesting classification of
the parcel as agricultural;

(B) verifies that t.he parcel of land is greater than 20
acres but less than l-60 acres and that t.he parcel is locaLed
within 15 air miles of the family-operated farming entity
referred to in subsection (1) (b) (iii) (C); and

(C) verifies that:
(I) the owner of the parcel is involved in agricultural

production by submitting proof that 51% or more of the owner's
Montana annual gross income is derived from agricultural-
production; and

(rr) property taxes on the property are paid by a family
corporation, family partnership, sole proprietorship, or family
trust that is involved in Montana agricultural production and 5l-?
of the entiLy's Montana annual gross income is derived from
agricultural production; or

(III) the owner is a shareholder, partner, owner, oy member
of the family corporaLion, family parLnership, sole
proprietorship, or family trust that is involved in Montana
agricultural production and 51-? of the personrs or entity's
Montana annual gross income is derived from agricultural-
production.

(c) For the purposes of this subsection (1):
(i) "market,ing" means t.he selling of agricultural products

produced by the land and includes but is not limited to:
(A) rental or lease of t.he land as long as the land is

act.ively used for grazing livestock or for other agricultural
purposes; and

(B) rental payments made under the federal conservation
reserve program or a successor t.o that program;

(ii) land that is devoted to residential use or that is used
for agricultural buildings and is included in or is contiguous to
land under the same ownership that is classified as agricultural
Iand, other than nonqualified agricultural land described in
15-6-133 (r) (c) , must be classified as agricultural land, and the
Iand must be valued as provided in 15-7-206.

(2) Contiguous or noncontiguous parcels of land totaling
less t.han 20 acres under one ownershlp thaL are actively dewoted
to agricultural use are eligible for valuat.ion, assessment, and
taxat.ion as agricultural each year that the parcels meet any of
the following qualifications :

(a) except as provided in subsecLion (3), the parcels
produce and the owner or the owrrer's agient, employee, or lessee
markets not less than $l-,500 in annual gross income from the
raising of agricultural products as defined in 15*1-1-01-;

(b) the parcels would have met the qualification set out in
subsection (2) (a) were it not, for independenL, intervening causes
of production fail-ure beyond the control of the producer or
marketing delay for economic advantage, in which case proof of
qualification in a prior year will suffice i or
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(c) in a prior year, the parcels totaled 20 acres or more
and qualified as agricultural land under this section, but the
number of acres was reduced to less than 20 acres for a public
use described in 70-30-102 by the federal government, the state,
a county, or a municipality, and since that reduction in acres,
the parcels have not. been further divided.

(3) For grazing land to be eligible for classification as
agricultural land under subsections (t) (b) and (2) , the land must
be capable of sustaining a minimum number of animal unit mont.hs
of carrying capacity. The mj-nimum number of animal unit mont.hs of
carrying capacity must equate to $i-,500 in annual gross income as
determined by the Montana state university-Bozeman department of
agricultural economics and economics.

(4) Parcels t.hat do not meet the qualifications set out in
subsections (1) and (2) may not be classified or valued as
agricultural if they are part of a platted subdivision that is
filed wit.h the county clerk and recorder in compliance with the
Montana Subdivision and Platt.ing Act.

(5) Land may not be classified or valued as agricul-tural
land or nongualified agricultural land if it has stated covenants
or other restrictions that. effectively prohibit it.s use for
agricultural purposes .

(6) The grazing on land by a horse or other animals kept as
a hobby and not as a part of a bona fide agricultural ent.erprise
is not considered a bona fide agricultural operation.

(7) The department may not classify land less than L60
acres as agricul-tural unless the owner has applied to have land
classified as agricultural land. Land of 20 acres or more but
l-ess than l-60 acres for which no application for agricultural
classification has been made is valued as provided in
1-5-6-l-33 (1) (c) and is taxed as provided in 15-6-l-33 (3) . If land
has been valued, assessed, and taxed as agriculLural land in any
year, iL must continue to be valued, assessed, and taxed as
agri-cultural until the department reclassifies the property. A
reclassification does not mean revaluation pursuant to t5-7-lLL-
a chanqe in t.he subclassification of the 1and, a chanqe in
aqricultural use. or a change in the product.ive capacitw value of
the 1and.

(8) For the purposes of t.his part, growing timber is not an
agricultural use. 'r

{tnternaT References to L5-7-202:
1-5-6-1-3i x 75-6-733 x 75-6-734x 1"5-7-206x
75-7-208 x 75-B-L77x 76-2-205 x 76-6-709x
8O-72-1-02 xI n

Renurnber: subsecruent sections

END
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